U.S. Army Corps

of Engineers . ) o
Alaska District Permit Evaluation and Decision Document

Department of the Army

APPLICANT: Port of Anchorage

APPLICATION NO.: ©POA-2003-502-N

WATERWAY: Ship Creek
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Review, Section 404 (b) (1) Guidelines Review and Compliance Determination, and
Statement of Findings for the proposed work.

1.0 Authority

This permit action is being taken under authority delegated to the District
Engineer by 33 CFR 325.8, pursuant to Section 10 of the Rivers and Harbors
Act of 1899 and Section 404 of the Clean Water Act.

2.0 Proposed Project

2.1 Project Description and History:

The U.S. Department of Transportation, Maritime Administration (MARAD) in
cooperation with the Municipality of Anchorage, Port of Anchorage, proposes
to expand, reorganize, and improve the Port of Anchorage (POA). The Marine
Terminal Redevelopment (MTR), Port Intermodal Expansion Project, involves the
construction of an open cell sheet pile dock in the tidelands west,
northwest, and southwest of the existing dock, which would almost double the
size of the existing port and provide approximately 8,800 linear feet of
waterfront structures. The proposed MTR Project would involve a discharge of
fill material over approximately 138 acres of intertidal and subtidal waters
of Knik Arm, a navigable water of the U.S. The Corps of Engineers, Alaska
District is congressionally mandated to perform transitional dredging to
maintain navigation to the Port during construction activities (transitional
dredging) and to deepen the operational depth of the harbor subsequent to the
construction of the expanded port facilities to -45 feet MLLW, compared to
the existing -35 feet depth that the Corps has historically and currently
maintains.

As the lead federal agency under the requirements of the National
Environmental Policy Act (NEPA), the MARAD prepared an Environmental
Assessment (EA) and finding of no significant impacts (FONSI) to the affected
human environment, dated March 2005, for the MTR project. The MARAD
subsequently prepared EAs and FONSIs for the Cherry Hill and North End Runway
Material Extraction and Transport Projects, dated January 2006 and May 2006
respectively. The Cherry Hill and North End Runway borrow pits (CHBP and
NEBP) would provide the bulk of the fill material requirements of the
preferred alternative identified in the MTR EA and described above.

The Corps of Engineers, Alaska District, Regulatory Branch issued a DA permit
in August 2005 for the development of the “backlands” project, which involved



a discharge of fill material over 27 acres (of the total 135 acres associated
with the MTR Project) of intertidal mudflats north of existing port
facilities for military operations (previously referred to as Phase 1 for
regulatory purposes only). Although associated with the proposed Marine
Terminal Redevelopment project, Phase 1 was determined to have independent
utility and was evaluated separately from the remainder of the overall port
expansion project. The Corps verified the use of nationwide permit number 3
for the Port of Anchorage (POA) Haul Road maintenance project in June of
2007. The POA Haul Road maintenance activities involved minor widening and
resurfacing of 4 miles of existing serviceable roads between the CHBP and the
NEBP, which involved cumulative discharges of fill material over 0.21 acre of
wetlands. The POA Haul Road project was determined to have an independent
utility from the MTR project, as it would provide for development of areas
outside of DA regulatory jurisdiction and it was not interdependent with the
MTR project.

The Phase II DA permit application, which is the subject of this decision
document, refers to the remainder of the tideland developments of the MTR
Project and the Cherry Hill and North End Runway Borrow Pit developments
(CHBP & NEBP respectively). The Phase II DA permit application included the
following work subject to DA regulatory jurisdiction: the discharge of
approximately 9.4 million cubic yards of fill material over 108 acres of
intertidal and subtidal navigable waters of the U.S.; the dredging of
approximately 633,000 cubic yards of marine sediment, over approximately 47
acres, necessary for the construction of the proposed sheet pile dock; and
the development of the Cherry Hill and North End Borrow pits and their
respective haul roads, which would cumulatively remove approximately 34.5
acres of wetlands.

2.2 Location:

The Port of Anchorage is located in the Knik Arm of Upper Cook Inlet, within
section 31, T. 14 N., R. 3 W.; and sections 6 & 7, T. 13 N., R. 3 W; Latitude
61° 15’ N., Longitude 149° 52’ W.; Seward Meridian; in Anchorage, Alaska. The
CHBP and NEBP gravel extraction sites are located respectively within
sections 5 & 6, T. 13 N., R. 3 W.; and within sections 27, 28, 33, and 34, T.
14 N., R. 3 W.; Seward Meridian; on Elmendorf Air Force Base, northeast of
the Port of Anchorage.

2.3 Scope of Analysis:

As the permitting agency, the Alaska District, Regulatory Division’s scope of
analysis for the evaluation of the permit application and consequently, the
scope of this decision document, includes the following aspects of the
proposed project: the discharges of fill material below the high tide line
of Knik Arm, a navigable water of the U.S., associated with the construction
of the proposed open cell sheet pile dock; the dredging and open water
disposal of marine sediments necessary for the construction of the proposed
dock; and the developments of the gravel extraction areas on Elmendorf Air
Force Base, which would include discharges of fill material in wetlands. The
environmental assessments prepared by the U.S. Department of Transportation,
Maritime Administration, the lead federal agency under the requirements of
the NEPA, are partially incorporated by reference into this decision
document. This decision document specifically evaluates information required
for determinations of compliance with the EPA’s 404 (b) (1) guidelines, as
well as other regulatory considerations and findings mandated by our program,
that are not fully addressed in the EAs prepared by the MARAD.



2.4Purpose and need:

Applicant’s stated purpose and need:

“The POA presently is operating nearly at or above sustainable practicable
capacity for the various types of cargo handled at the facility. 1In
addition, the existing aged facilities are substantially past their design
life, have degraded to levels of marginal safety and are, in many cases,
functionally obsolete. The Project will expand and upgrade the current POA
facility to address existing needs and projected future needs to allow the
POA to adequately support the needs of Anchorage and Alaska through 2025.
Operations at the Port would improve and increase with the expansion,
construction, and reorganization. The Project will influence the physical
and economic aspects of the Municipality of Anchorage (MOA) and the State of
Alaska. In addition, the Project is critical to national defense by
providing the additional land and facilities necessary to support military
deployments at this strategic site. Specific Project needs include:

e Necessary replacement of obsolete infrastructure - certain elements of
the Port’s existing infrastructure are functionally obsolete and near
or below design safety standards for seismic events. These
infrastructure elements will be replaced, warehouse storage developed,
and code-compliant support structures relocated.

e Ability to withstand harsh environmental conditions - the Upper Cook
Inlet provides challenges in the form of strong currents, the second
most widely fluctuating tides in the world, ice buildup, scour from ice
and silt, and earthquakes that any Port expansion proposal must
consider.

e Ability to withstand design seismic events - the Project is located in
an area of high seismic activity. The critical role of the facility in
commerce for the State of Alaska mandates that the Port survive a major
seismic event with the ability to continue operations. The MOA,
through both the Geotechnical Advisory Commission and a mayoral-
appointed Blue Ribbon Committee have imposed stringent seismic design
standards for the Port with the intention of providing appropriate
stability during major seismic events.

e Additional capacity to accommodate growth in current customers -
current and near-future cargo-handling capacity will continue to exceed
maintainable, safe, and efficient levels. Operational analysis and
projected growth for the MOA and the State of Alaska have identified a
need for approximately 135 additional acres of land and additional
berth space to support existing and future Port operations.

e Additional berths to provide service to new and existing customers -
expected growth of operations coupled with existing customer demand
will result in at least 40 percent growth in ship calls, causing
berthing conflicts, increased waiting times for berths, and increased
transportation costs to the public. The expanded and upgraded Port
will be capable of safely and efficiently handling commerce and
military needs until 2025 and possibly beyond.



e Deeper drafts, longer berths, larger cranes for offloading and more
streamlined intermodal transportation to efficiently handle new ships
with the ability to move the increasing amount of cargo out to the
public - current trends in maritime transportation have produced
larger, longer ships that cannot be supported by the current Port
facilities. With deeper drafts and wider beams, these large ships
require longer berths and cranes with a wider capacity for unloading.
Failure to expand would result in increasing inefficiencies and costs
for shipping goods to Alaska’s customers. Operational limitations of
the existing Port infrastructure require that loading procedures at
ports of origin be restricted to accommodate the limited crane reach at
the Port of Anchorage.

e |lighting, gates, and other features to meet new security requirements
under the new Maritime Security mandates - the Port of Anchorage, like
all U.S. ports, must construct facilities and implement measures to
comply with the Maritime Transportation Security Act of 2002 and
associated U.S. Coast Guard maritime security regulations designed to
protect the nation’s ports and waterways from terrorist attack.

e Additional space and an improved berth to support military rapid
deployments without conflicting with commercial customers - as a
critical conduit for military deployment, the POA will need to maintain
a sustained commitment that embodies a long-term plan, integrating
intermodal efficiency with that of heightened security and positive
cargo control. Current berthing facilities at the POA are insufficient
to accommodate both military and commercial ships supporting the U.S.
Army’s Alaska-based Stryker Brigade Combat Team. The expansion in
facilities and increase in efficiencies are also critical to the Port
of Anchorage to maintain its designation as the 15" Strategic
Commercial Seaport in the nation.”

In summary, “the purpose of the Port Expansion Project is to replace
functionally obsolete structures; increase POA capacity, efficiency, and
security; and accommodate the needs of the U.S. military for rapid
deployment”.

Basic project purpose and water dependency [40 CFR 230.10(a)(3)]:

Regulatory Division has defined the basic project purpose as upgrading the
existing port to accommodate immediate and forecasted cargo handling
requirements. Any project alternative that would fulfill the basic project
purpose would require work, including a discharge of dredged and/or fill
material, in navigable waters of the U.S. Therefore, the basic project
purpose of upgrading the existing port is considered to be a water dependent
activity and it is not presumed that alternatives are available to the
applicant that would not involve work in waters of the U.S. However, not all
aspects of the proposed project are water dependent (e.g., the proposed
wetland fills associated with the borrow pit developments) .

Overall project purpose:

Regulatory Division has defined the overall project purpose as upgrading
existing port facilities to improve efficiency, security, safety, and to
expand the operational capacity of the Port of Anchorage to accommodate
existing and forecasted growth capacity requirements. This defined overall



project purpose will be the basis of regulatory division’s analysis of the
practicability of less damaging alternatives.

2.5 Site description:

The Port of Anchorage is located on the eastern shore of the lower reach of
Knik Arm, just south of Cairn Point and north of Ship Creek, in the
industrial waterfront of Anchorage, Alaska. The Knik Arm estuary is
approximately 40 miles long with a width that varies between 1 and 5 miles.
Knik Arm is the northernmost extension of Cook Inlet. Cook Inlet is a large
tidal estuary that flows into the Gulf of Alaska and covers an area more than
26x10° km?, with an average depth of 100 m and large expanses of glacial flour
deposits and extensive tidal mudflats. Northern Cook Inlet bifurcates into
Knik Arm to the north and Turnagain Arm to the east. Knik Arm has deep
narrow channels flanked by large tidal benches, with approximately 60% of its
area exposed at MLLW. The Port of Anchorage boundaries currently occupy an
area of approximately 129 acres. Other commercial/industrial activities
related to Port operations are located on Alaska Railroad Corporation (ARRC)
property immediately south of Port property covering approximately 111 acres.
To the north and east, Elmendorf Air Force Base (EAFB) lies on a terrace
roughly 100 feet above the POA.

3.0 Alternatives Considered [33 CFR 320.4(b) (4), 40 CFR 230.10]

3.1 No action:

The no action alternative would constitute a permit denial. The Port of
Anchorages handles the majority of commercial commodities entering the state
of Alaska, serving 80% of Alaskan communities and handling approximately 90%
of the state commercial cargo imports. There are no other ports in the state
capable of handling the commercial and military logistical requirements for
cargo handling and transport. The existing wharf is beyond its structural
life and, at minimum, would need to receive major repalirs and replacements to
maintain critical service to the City of Anchorage and the state of Alaska.
Additionally, the Port of Anchorage is designated by the Department of
Defense and the Maritime Administration as the fifteenth Strategic Commercial

Port in the United States. The no-action alternative would result in major
delays in the distribution of commercial goods throughout the state due to
congestion and delay during major military deployments. Failure to expand

the Port would result in increasing inefficiencies and costs for shipping
goods to Alaska customers. Also, certain elements of the Port’s existing
infrastructure are severely degraded and functionally obsolete and near or
below design safety standards for seismic events. The Port of Anchorage’s
existing operational demands along with the foreseen rate of growth would
result in berthing conflicts, increased ship berth waiting periods, and
increased transportation costs to the public. Additionally, the Port’s
current infrastructure (berth and crane size, staging areas) would not be
able to accommodate the larger and longer ships being used in maritime
transportation. Finally, the current berthing facilities at the Port are
insufficient to efficiently accommodate the military and commercial ships
supporting the U.S. Army Alaska’s (USARAK) military deployments.

3.2 Other project designs:



The proposed open cell sheet pile dock design would result in the permanent
loss of approximately 135 acres of intertidal and shallow subtidal aquatic
habitat between Ship Creek and Cairn Point. The Corps, along with federal
resource agencies, nonprofit organizations, and a local tribal government,
have determined that project alternatives that minimize the permanent loss of
marine waters of the U.S. by fill placement would result in less long term
and permanent environmental impacts to the aquatic ecosystem. Project design
alternatives that would minimize the permanent loss of habitat would include
the following: A) a reduction in the overall proposed expansion area in
waters of the U.S. and/or B) a project design that completely and/or
partially replaces the overall footprint of the proposed Open Cell Sheetpile
structure with pile-supported sections.

A. Minimization of the proposed expansion area in waters of the U.S.

There are two types of design alternatives that would accomplish a reduction
of the overall expansion area in waters of the U.S.: 1) a design alternative
that minimizes/reduces the proposed operational expansion area and 2) a
design alternative that incorporates landward expansion, as opposed to
seaward expansion, to accomplish the increased capacity needs of the Port.

The Corps requested specific information from the applicant to support the
additional land area requirements of the proposed project.

1. Overall Expansion Requirements

The MARAD MTR EA concluded that future land requirements for the proposed
expansion would total 135 acres, 66 acres of intertidal and 69 acres of
subtidal lands. The MTR EA listed the following projections of additional
land needs by 2025:

e 37.7 acres for increased container cargo and military deployments.
e 39 acres of additional dock front and marine terminal space.

e 27.1 acres for break-bulk barge shipments.

e 3 acres for passenger facilities.

e 11 acres for short-term permits/industrial use.

e 14.4 acres for administrative areas.

7.8 acres for future development.

A reduction of 5 acres currently reserved for auto/vehicle throughput.

According to information provided by the applicant, initial estimates for
additional expansion requirements were based on the 1999 Port of Anchorage
Master Plan, traffic planning, and historic and projected population growth
of the Municipality of Anchorage and State of Alaska. The 1999 Master Plan
involved an evaluation of the existing Port’s infrastructure and operations,
market conditions; demographic and socioeconomic profile of the State of
Alaska, historical and foreseeable future commodities of Alaska’s natural
resource industries for (including oil and natural gas, coal, minerals and
aggregates, forest products, and agricultural products), Alaska’s existing
marine transport system and the Port’s networking with other Pacific
Northwest Ports, and an evaluation of past and foreseeable shipping volumes
and users at the Port. The evaluation determined that historic cargo volume
growth rates from 1980-1999 averaged 2.8% and estimated a median growth of
63.9 acres, split between container cargo handling and dock front space
(waterfront access).



The information generated in the Master Plan was used as input for computer
modeling to analyze the handling of containerized cargo, break-bulk/neo-bulk,
automobiles, liquid bulk, dry bulk, and passenger traffic. The primary Port
cargo handling components analyzed were vessel arrival and berth
availability, cargo transfer at the wharf apron, apron-to-storage transfer,
storage yard and dwell times, storage-to-land transfer, and gate processing.
The models accounted for seasonal operational variations of monthly
throughput and analyzed current Port capacity and foreseeable cargo volume
growth and additional space and equipment requirements. The results of the
analysis were compared to world port industry standards, which, according to
the applicant, typically fall between 2,000 and 4,500 twenty foot equivalent
units (TEUs) per acre per year. The Port of Anchorage is estimated to be at
4,300 to 4,700 TEUs per acre per year.

The initial operational area predictions of the 1999 Master Plan were updated
based on actual increases in Port cargo handling volume since the plan,
inquiries from industry regarding new use of space and facilities, and the
2003 Operational Analysis of the Port of Anchorage (TEC Infrastructure
Consultants, LLC). The operational analysis revealed that the average annual
growth of container traffic through the Port of Anchorage increased at a rate
that was more than twice that of the population growth. In 2003 Port
throughput exceeded the 1999 average growth prediction by approximately 42%.
Additionally, according to the applicant, there is an emerging need for
break-bulk and neo-bulk barge capacity that was not anticipated in the Master
Plan. A recently completed feasibility study by the Port of Anchorage on the

creation of consolidation and distribution operations at the Port, “Port of
Anchorage Consolidation and Distribution Concept Feasibility Study” (Northern
Economics, Inc., 2006) to support the needs of rural Alaska communities

indicates the probability of increased barge traffic at the Port.

The additional dock front space is based on the median growth prediction for
container cargo, the need for military support, the need to upgrade and
expand POL and cement offloading capability, emerging break-bulk throughput,
consolidation and distribution of break-bulk and neo-bulk cargo for rural
communities, and forecasted industry needs for increased barge use at the
Port. Additionally, new Port security requirements preclude dual use of port
facilities to include passenger operations.

The existing Port has approximately 8.9 acres of land dedicated to
administrative, transportation, and other common uses. The expanded Port
would require more administrative area to support increased security needs
and to improve the land side transfer of cargo into and out of the Port.

The designation of the Port of Anchorage as a National Strategic Commercial
Seaport has resulted in additional space requirements by military forces for
deployment staging areas. The Military Surface Deployment and Distribution
Command (SDDC) requested that MARAD issue a new pre-emergency Port planning
order for facilities at the Port, which requires that additional area be
available for exclusive military use, including 1,200 feet of berthing space
and 25 acres of open staging area. Consequently, the Port’s estimates for
military/container storage areas have increased from the 37.7 acres predicted
in the MTR EA. Additionally, the U.S. Coast Guard has an increased Port
presence and has requested additional space to support Sector Anchorage
operations and the U.S. Coast Guard Maritime Safety and Security Team (MSST)
have requested space and facilities at the Port since the MTR EA was
completed.



The Port anticipates, based on expected high growth forecasted needs and the
additional military, maritime security, and industrial requirements that
operational area requirements for 2025 would be:

e 098.8 acres for container cargo handling, dock front, and marine
terminal space;

e 25 acres for military staging areas as required by the National
Strategic Commercial Seaport program;

e 27.1 acres for break-bulk cargo and barge servicing;
e 3 acres for passenger facilities;

e 11 acres for short-term permits/industrial use;

e 14.4 acres for administrative areas; and,

e 7 acres (minimum) for the U.S. Coast Guard.

This gives a total predicted area need for 2025 of 186.3 acres, excluding any
area for future expansion (7.8 acres in the MTR EA).

According to the Port, various entities are inquiring about available space
for new activities such as coal shipment, gravel shipment/storage, additional
fuel storage/shipment, lumber storage/shipment, and modular construction
activities. The total amount of land requested is over 40 additional acres.

Therefore, although high growth estimates indicate a larger surface area than
the proposed expansion, the MARAD and the Port have minimized the overall
expansion area in waters of the U.S. by acquiring additional properties for
landward development and by improving operational efficiency. Based on
available information, including information provided by the applicant, the
proposed expansion area represents the minimum area of growth to reasonably
accommodate the forecasted needs of the overall project purpose.

2. Practicability of Landward Expansion Alternatives:

The geographic positioning of the Port of Anchorage and adjacent property
ownership constrains the practicability of landward expansion. Current Port
infrastructure is bounded by military land (EAFB) on its east side, Alaska
Railroad Corporation (ARRC) property to its south side, and the navigable
waters of Knik Arm on its north and west sides. Therefore, without obtaining
property rights from the military or the ARRC, expansion of the Port must be
seaward of existing port infrastructures.

To reduce the amount of tideland fill required for the expansion, the Port
has entered into long-term leases with the U.S. Air Force and the U.S. Army
to develop approximately 18 acres of land on the east side of the existing
Port facility. This development required excavation into the bluff.
Additionally, the Port is coordinating with the Department of Defense to
obtain rights to the Defense Fuels Property, located southeast of the
existing Port. This area is approximately 48.2 acres, of which 7.3 acres are

associated with the 18 acres of military lease lands discussed above. The
remaining area includes steep slopes and areas of known contamination that
will limit development opportunities. Further expansion of Port

infrastructure onto adjacent military lands is not available to the
applicant.



The proposed Port expansion would include the continued use of facilities and
structures that are in a serviceable condition. Existing bulk liquid and
bulk dry storage, transportation facilities, and infrastructure currently in
use are owned by Port customers, located adjacent to the Port on lands leased
from the Alaska Railroad Corporation. The relocation of these facilities to
Port lands would increase the forecasted space requirements. The proposed
expansion includes reorganization of facilities to maximize operational and
space efficiency to minimize expansion requirements. The proposed MTR
project would group similar operations into common areas to provide land use
flexibility and layout modifications as operational demands change to meet
future needs without creating a need for additional expansion.

Therefore, the 135 acres of proposed seaward expansion represents the minimum
expansion area in waters of the U.S. needed to accomplish the overall purpose
of the project.

Minimizations of Wetland fills and construction-related dredging and fill
volumes

Wetland losses associated with the proposed material extraction and
transportation projects on EAFB were identified in the Phase II permit
application to total 34.5 acres. Through the geotechnical sub-surface
investigations, to characterize and quantify materials available within the
extraction areas, the applicant has refined the material extraction areas to
avoid higher value wetland complexes and minimize the overall wetland losses
of the project to 20.5 acres. According to the applicant, selective mining
methods would be used to the extent practicable to further reduce impacts to
existing wetland and upland habitats during the construction period.

Since the public notice, design refinements and subsurface material
investigations have resulted in reductions in construction related dredging
and fill placement. Construction related marine sediment dredging has been
reduced from approximately 633,000 cubic yards of material, over
approximately 47 acres to approximately 258,000 cubic yards over 21 acres.
Current fill requirements for the proposed dock construction have been
reduced from 12,389,000 cubic yards to approximately 9,663,420 cubic yards.
The applicant has also modified the barge berth area on the north end of the
proposed project to be faced with approximately 1,000 feet of armor rock or
riprap slopes, which would reduce the length of the sheet pile dock face to
approximately 7,900 linear feet, compared to 8,800 linear feet described in
the public notice.

B. Structural Design Alternatives:

Project design alternatives that minimize fill placement in waters of the
U.S. and the associated permanent loss of aquatic habitat are considering
less damaging to the aquatic ecosystem. Pile-supported structures in marine
waters, while resulting in greater temporary harmful affects to marine
mammals and fish during construction from noise generation and greater
potential for secondary water quality impacts associated with contaminant
discharges from runoff and spills, result in less permanent impacts to the
marine aquatic environment. Considering that the OCSP design alternative
would result in the permanent and absolute removal of intertidal and
nearshore subtidal habitat, design alternatives that incorporate pile-
supported dock sections are considered to represent a less environmentally
damaging alternative. Therefore, the Corps requested additional information
from the applicant to substantiate their assertion that designs incorporating
pile-supported dock sections are not practicable. The Corps and EPA define




the term practicable as “available and capable of being done after taking
into consideration cost, existing technology, and logistics in light of the
overall project purpose.”

Costs

The Corps is required to consider information related to cost in our analysis
of the practicability of design alternatives and determination of the least
environmentally damaging practicable alternative. The design alternatives
considered in this analysis relate to the practicability of the proposed Open
Cell Sheetpile (OCSP) Dock design compared to a steel pipe pile-supported
dock design.

Based on the applicant’s feasibility cost estimates, the construction related
costs for pile-supported dock sections are three to four times that of the
proposed OCSP alternative. According to the applicant, this cost
differential makes a pile-supported dock cost prohibitive for the area
requirements of the proposed dock expansion. According to the applicant, the
proposed OCSP alternative is the only economically viable alternative to
accomplish the overall purpose and need of the project. The Corps agrees
that a construction cost increase of 3-4 multiples would make the
construction of a 135-acre completely pile-supported structure cost
prohibitive. However, the Corps requested additional information from the
applicant as to why a partially pile-supported, or hybrid, dock design
alternative was not practicable.

Construction Costs

The upper concrete surface platform of the dock would be similar between both
the OCSP and pile-supported dock designs. However, the supporting structure
of the proposed OCSP alternative would include earthen and mineral common
fill material, which would be obtained without a direct cost to the applicant
through an agreement between the MARAD and the Air Force for the development
of the Cherry Hill and North End Runway Borrow Pits located adjacent to the
Port on EAFB. The inexpensive fill material would represent a substantial
cost savings to the applicant, considering the cost differential between the
design alternatives for construction material. A steel pipe pile supported
design would result in major increases in construction material cost
considering that the price of steel has substantially increased over the last
several years and is expected to continue to rise through the construction
life of the project.

According to the applicant, the construction of platform pile-supported docks
capable of supporting the anticipated truck and top-loader forklift traffic
loads at the Port of Anchorage would vary in cost between $200/ft2 for
typical truck traffic and $400/ft2 for heavy lift traffic. However, the
proposed OCSP design platform is estimated to cost approximately $100/ft2
with a longer design service life (40+ years). The applicant has generally
concluded that cost/ft2 construction costs for pile-supported sections
supporting the proposed large crane cargo handling operations would exceed
the construction costs of the proposed OCSP design by approximately 400% and
sections supporting truck traffic would exceed the OCSP alternative by 300%.
Additionally, future design modifications to accommodate heavier loads could
be accomplished by upgrading areas of pavement on an OCSP design at a
fraction of the cost of upgrading a pile supported dock.

According to the applicant, the proposed OCSP project would cost
approximately $375 million USD. The Corps requested cost estimates from the
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applicant on hybrid (i.e., partially pile supported and partially OCSP)
design alternatives that incorporated steel pipe pile supported dock sections
in the outer/seaward 100-ft and 50-ft of the proposed expansion footprint.
According to the applicant’s design team calculations, if the outer 100-feet
of the dock expansion were pile supported, the construction cost of the
structure would increase nearly 50 percent and a hybrid structure with the
outer 50-feet pile supported would increase construction cost by $98.2
million dollars, or about 25 percent. According to the applicant, any major
increase in construction cost for the project would exceed their current
funding levels and would not be economically viable. Additionally,
considering that the project would be constructed over many years, the
current inflationary rates in material costs of steel, cement, and other
construction materials would further exacerbate this cost differential.

Additionally, according to the applicant, designing a hybrid structure adds
design and construction complexity considering that the two structural
systems respond differently during seismic events and the long-term
settlement of the two systems would be different. To prevent damages from
the differential seismic and settling movements, a seismic joint that would
allow independent movement between the structures and flexible utility line
connections would be needed. These added design complexities would further
increase construction costs.

A Corps Cost Engineer provided an independent review of the cost-related
information provided by the applicant and determined that the relative cost
estimates provided for the various design alternatives were reasonable. The
Corps has further determined that a hybrid design would have substantially
higher construction costs relative to the proposed OCSP design as well as a
greater potential for design problems. The Corps has determined that the
cost estimates provided by the applicant, which were based on feasibility
level designs, are within 15% of actual costs. Based on this information,
the Corps has determined that additional design detail (e.g., requiring a 35%
engineering design of the various alternatives) 1is not required to adequately
generate cost estimates for our regulatory analysis of the practicability of
alternatives.

Operation and Maintenance Costs

Upper Cook Inlet is considered to be an extremely corrosive environment,
which makes corrosion protection of steel surfaces a major factor in marine
construction projects. Considering that OCSP structures have considerably
less exposed steel surfaces than alternative pile supported structures, OCSP
structures have reduced corrosion rates and require less costly cathodic
protection measures. Additionally, according to the applicant, the
petroleum, oil and lubricant (POL) lines and other utilities are less likely
to be damaged by corrosion, temperature fluctuations, seismic events, or
other causes because they are not exposed to corrosive elements in the
proposed OCSP structure. A pile supported design would require utility lines
to be suspended under the structure, subject to exposure and other hazards.

Ice scouring is also a major consideration in Upper Cook Inlet as it requires
expensive maintenance measures for ice damaged piles, utilities, and cathodic
protection systems. According to the applicant, the proposed OCSP design
would require substantially less maintenance than pile-supported
alternatives. The serviceable life expectancy of an OCSP structure is 40+
years compared to 20+ years of a pile supported structure.
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Also, a pile supported dock at this location may cause sediment deposition
under the pile supported deck, which may slough into the maintenance dredge
footprint of the harbor.

According to the MARAD and the Port, the MTR project has finite funding
available for the construction of a project that would meet their stated
purpose and need. Based on the amount of area required for expansion in
waters of the U.S., as previously considered, and the project’s funding
constraints, the OCSP design alternative represents the only economically
practicable alternative to the applicant.

Funding Limitations:

The Corps requested additional information from the applicant on the funding
limitations of the project to substantiate their assertion that the increased
cost of a partially pile-supported design would be cost prohibitive and
therefore impracticable.

According to the applicant, the proposed project cost is approximately $375
million USD, which is cost shared between the federal government, the State
of Alaska, and the Municipality of Anchorage, and allocated as follows:

e Federal $200 million
e State $61 million
e Municipality $115 million

The cost allocation is approximately 52% Federal and 48% local (which
includes both State and Municipal contributions).

According to the applicant, a pile-supported or hybrid design would be cost
prohibitive considering that federal funding limitations are anticipated to
preclude federal contributions beyond the 200 million that is allocated and
that the required local match to the federal contribution is already over
programmed. Marine terminal improvements do not have established funding
programs comparable to highways and airport transit operations, and therefore
require funds to be earmarked by Congress. To date, the State of Alaska has
granted $26.2 million towards the expansion, with additional State grants
anticipated during the course of the project. However, with the currently
proposed budget reductions of $150 million for FY2008, it is questionable
whether additional State funds would be appropriated to match major project
cost increases. The Municipality has for the past five years and will
continue to save essentially all retained annual earnings for their financial
contribution to the project, which amounts to approximately $4 million/yr.
The Port of Anchorage anticipates issuing a $75 million revenue bond, which
would programmed into the tariff base paid by tenants for infrastructure
improvements. This bond amount is considered by the applicant to represent
the maximum amount that can be paid from future operational revenues. Any
additional required improvements beyond the basic dock infrastructure would
be at tenant expense or through additional tariff or lease rates. All
municipal fund transfers to the federal government and any revenue bond
issuances must be approved by the Anchorage Municipal Assembly.

Although minor increases in cost for the proposed project would not render
the project impracticable, the cost increases of 25% or more associated with
hybrid pile supported design alternatives are clearly not feasible economic
alternatives to the applicant.

Technology
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The technology for both pile-supported and OCSP docks exist and are available
to the applicant. However, according to the MARAD and the applicant, the
proposed OCSP design offers technological advantages over a pile-supported
design.

According to the applicant, pile supported dock designs have predetermined
load limitations. To stay efficient and competitive in the market place,
Ports need to upgrade container handling forklifts and cranes, which are
becoming larger and heavier. Platform structures can become inadequate short
of their intended design life due to their inability to handle the
operational load requirements of the future. The load capacity of a pile
supported dock section governs the maximum operational load abilities of the
entire facility, whereas, OCSP bulkheads can support heavier loads, with
little or no modification. Therefore, the inherent load supporting capacity
of an OCSP structure provides greater flexibility in accommodating heavier
equipment loads by upgrading the pavement, which is considerably less costly
than upgrading/rebuilding a pile supported deck.

According to the applicant, OCSP structures have greater internal stability
than pile supported structures during seismic events, decreasing the risk of
damage and/or failure from a major seismic event. There seems to be
considerable disagreement in the engineering community regarding the above
generalization. Also, according to the applicant, the differential
settlement between pile supported deck sections and OCSP sections could
result in different elevations between these sections that could result in
safety hazards and affect the operation of dock equipment and result in
costly subsequent modifications.

While pile supported design alternatives are technologically practicable, the
proposed OCSP design offers greater flexibility for future modifications to
the applicant.

Logistics

There are no logistical limitations that would make the construction of a
complete or partial pile-supported design impracticable to the applicant.
However, the logistical advantages of the proposed OCSP design would be
costly to overcome in a pile-supported or hybrid design. For example, OCSP
construction is primarily land based (i.e., less in water work than a pile
supported structure), which provides logistical advantages regarding
equipment mobilization, operation, and maintenance. Additionally, the
importation requirements for material associated with constructing a pile
supported structure poses limitations and potential delays compared to the
OCSP design, which requires less concrete and prefabricated structures.
Also, the inherent load capacity limitations could impact operational
logistics by limiting the type of equipment that could be used on pile
supported sections of the dock.

General environmental impact comparison of OCSP vs. pipe pile design
alternatives:

The Corps and natural resource agencies have determined that a complete or
partially pipe pile-supported structure would result in less permanent
environmental impacts than the proposed OCSP design. This is due to the
permanent and complete loss of the intertidal and nearshore subtidal habitat
associated with the proposed OCSP design. Although altered and diminished, a
pipe pile-supported dock design alternative would provide habitat functions
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under the deck and in between piles, to include tidal current and beluga
whale predation refuge opportunities for salmonids.

To compare the environmental affects associated with the proposed OCSP design
and pile-supported design alternatives, consideration must be given to the
existing ecological functions of the aquatic habitat within the proposed
project area. The project area is approximately evenly divided between
intertidal unvegetated mudflats and subtidal marine waters. The mudflats and
near-shore subtidal waters in the project area provide limited habitat
functions for marine species, of which the primary species of concern
identified in the public interest review process are salmon and beluga
whales. The continuously altered substrate by seasonal scouring and sediment
deposition coupled with the extremely turbid and turbulent waters results in
severely limited colonization opportunities for benthic organisms and little
to no primary productivity. Additionally, the majority of subtidal substrate
of the proposed project area has been annually dredged to -35 ft MLLW for

many years. The project area consequently provides minimal salmonid feeding
opportunities and the lack of aquatic vegetation and other physical habitat
strata minimizes juvenile salmonid rearing benefits. The project area

between the existing port and Cairn Point forms a tidal current gyre that
provides both current refuge opportunities for salmonids and consequently,
feeding opportunities for beluga whales. More generally, the nearshore
waters of Knik Arm are preferentially used by adult salmon for migration and
refuge from beluga whales.

Regardless of the design alternative (i.e., OCSP, pile supported, partially
pile supported), the design would still require a concrete top deck that
would further shade the extremely turbid waters, severely limiting visual
feeding opportunities and removing terrestrially based food availability for
salmonids. The density of the pile configuration necessary to support the
heavy cargo handling equipment on the seaward side of the dock would also
limit habitat function by increasing sedimentation. The under deck slope
that would be provided by a hybrid design would be much deeper than the
original near shore slope and the extent to which this area would provide any
noticeable value to fish and smaller aquatic species is unknown and it would
be unusable to belugas. However, it is understood that salmonids prefer
habitat with structure over deep open water. Therefore, although diminished,
the structured habitat that would be provided by a pile supported structure
would be better than an OCSP design in the context of providing habitat for
salmonids and would thus minimize the adverse impacts of the project on
aquatic habitat.

A steel pipe-pile supported dock would require the use of large impact
hammers that produces low frequency and high decibel sound with long
transmission distances known to injure and/or kill fish and marine mammals.
The OCSP structure would primarily require a high frequency low amplitude
vibratory hammer believed to emit less sound transmission in the water
column. Also, the impact hammers required to drive sheet piles sections to
final depth are smaller and impart less energy into the water column, thereby
minimizing the short term impacts of the project during construction. Pile
supported docks require open water construction from barges with increased
risk for spills into waters of the U.S. OCSP structures are primarily
constructed with land based equipment that provide better management
practices and opportunities to minimize the risk of spills during and after
construction. According to the Port, utility lines are more prone to damage
and spills from ice, corrosion, and shipping accidents with pile-supported
designs.
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The noise generation associated with the construction of pile-supported
sections of the dock would result in substantially greater temporary impacts
to both the human and natural environment. The residents of the Government
Hill community just east of the project site would be subjected to much
greater noise levels for longer durations over the construction phase of the
project. Additionally, the noise emissions in the water column would result
in a much more potentially harmful environment for marine fish and mammals.
The harmful effects of pile driving to marine organisms are difficult to
impossible to mitigate. The physical settings (both climatic and current
energy) of the project area make many noise attenuation measures, including
seasonal timing restrictions, bubble curtains, etc., impracticable. Adverse
impacts to beluga whales by pile driving activities can be mitigated with the
inclusion of soft start, monitoring, and shut down procedures; however, the
construction of a partially to fully pipe pile supported dock would increase
the probability of the taking of beluga whales. Incorporating monitoring and
shut down procedures to prevent harmful effects to salmonids during pile
driving are impracticable and soft start procedures would likely only benefit
salmonids of sufficient size and strength to relocate. Juvenile salmonids
may be unable to resist strong tidal current currents to avoid the project
area during pile driving. The adverse temporary impacts to fish and marine
mammals associated with the construction of a pipe pile supported design are
relative to the construction period. Considering that the increased
temporary impacts of dock construction would occur over a minimum of 5
consecutive years, the increased temporary impacts from pipe pile driving
would be far greater that the proposed OCSP design.

Modifications to the proposed design to improve habitat functions:
The face of each sheet-pile cell is curved outward, creating a scalloped

surface. Fender pile and fender-system structural components would protrude
from the face of the sheet pile approximately eight feet, which would provide
some limited fish refuge. 1In addition, the Port is evaluating wvarious

methods for constructing joint systems between OCSP cells that would provide
open water areas along the face of the dock by leaving a space between the
construction joints in the sheet pile wall. These breaks in the sheet pile
wall profile would create alcoves with armor rock slopes of varying sizes and
shapes that would provide refuge opportunities for salmonids. The extent of
the mitigating effect of the construction joints to salmonids is unknown.

Security
The Port of Anchorage is designated as one of the fifteen U.S Strategic
Commercial Ports. This designation is related to the value of the Port in

supporting the deployment of the Stryker Combat Team and other military
forces stationed in Alaska. As a Strategic Port, the ability of the Port to
support the mission of the military is a vital part of the nation’s defense.
According to the applicant and an under water demolishing expert, the
proposed OCSP design is less prone to damage from attacks aimed at disrupting
vital interstate commerce and cargo supplies.

3.3 Other sites:

The MTR EA analyzed several other locations in their alternative analysis; no
other sites were determined to meet the project’s purpose and need.
Additionally, the Corps has conducted several feasibility studies in the
past, which analyzed alternative locations. ©No other locations have been
determined to represent a less damaging practicable alternative. Commercial
and military ports have been at this location since 1918. Considering the
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existing infrastructure already in place (road and rail lines, military
access, and POL lines) other locations would not to represent a reasonable
alternative.

The Port of Anchorage (POA) is the main port facility in the state of Alaska,
serving 80% of the geographic area handling approximately 90% of the state’s
commercial imports. There are no other ports capable of handling the
commercial and military logistical requirements for cargo handling and
transport in the state. The POA has a strategic location for supporting the
rapid deployment of the Stryker Brigade Combat Team and other U.S. Army
Alaska combat forces due to its proximity to Elmendorf Air Force Base and
Fort Richardson and the POA handles cargo for all of the major military
installations in Alaska. The POA is a critical national port that has been
designated as the 15 Strategic Commercial Seaport in the nation by the
Department of Defense and is considered to be a critical link in the rapid
deployment of U.S. troops throughout the world.

4_0 Mitigation [33 CFR 320.4(r); 40 CFR 230.70-77]

The direct unavoidable impacts of the project would involve the permanent
loss of 138 acres of intertidal mudflats and subtidal marine waters of Knik
Arm and 20.5 acres of ponded wetlands on Elmendorf Air Force Base. While it
has been determined that the unavoidable impacts of the proposed project
would not result in significant impacts to the human and/or natural
environment, compensatory mitigation requirements to offset the unavoidable
losses of aquatic habitat is both appropriate and practicable. In-kind
mitigation opportunities (i.e., the replacement and restoration of identical
and/or similar habitats) to directly compensate for the intertidal and
subtidal habitat loss associated with the project have not been identified.
Additionally, in-kind aquatic habitat replacement and/or restoration does not
necessarily represent the most beneficial form of compensatory mitigation to
contribute towards offsetting the impacts of the proposed action. The
primary aquatic species of concern, identified in the public interest review
process, which would be adversely impacted by the aquatic habitat losses
associated with the proposed project, are salmonids and beluga whales. The
primary project related impacts identified that would adversely affect beluga
whales would occur from potentially harmful noise levels introduced by
project construction and subsequent operations. The primary project related
impacts to salmonids would be the permanent loss of nearshore subtidal and
intertidal habitat and temporary impacts that would occur during
construction, including potentially harmful noise levels and entrapment from
fill placement. As a primary food source of beluga whales, project related
impacts that would potentially decrease salmon population numbers would
secondarily affect beluga whales. Practicable measures to mitigate the
temporary and secondary impacts of the project, including harmful noise
levels, would be included as special conditions. This section of the
decision document is related to compensatory mitigation for the unavoidable
permanent impacts of the project, which includes the permanent loss of marine
and wetland habitat. The cumulative impacts associated with overall losses
to intertidal and subtidal habitat in Knik Arm are minimal, considering that
the majority of this habitat type would remain intact and functioning. The
only losses of this habitat type are attributed to the industrial waterfront
developments of the Port of Anchorage area, and Port Mackenzie, located on
the opposite side of Knik Arm. The vast majority of the intertidal and
subtidal areas of Knik Arm are undisturbed. However, riparian and associated
estuarine habitats near the project area have been cumulatively degraded by
historical human development activities and thus provide both more
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compensatory mitigation opportunities (i.e., are available) and more
desirable effects to offset the unavoidable impacts. Therefore, it has been
determined that mitigation projects involving the restoration and/or
enhancement of riparian and associated estuarine aquatic habitats of Knik Arm
tributaries located near the project area represent the most appropriate and
practicable form of compensatory mitigation.

The watersheds in closest proximity to the proposed tideland developments are
Ship Creek, which is located just over 2,000 feet south of the proposed
expansion, and Chester Creek, which is located approximately 1+ miles south
of the proposed expansion. The closest watershed to the wetland developments
on EAFB is Six-Mile Creek. The Corps coordinated with the EAFB biologists to
determine available projects that would provide the greatest ecological
benefits to the watershed.

To develop an appropriate plan to offset the unavoidable impacts associated
with the project, the Corps has coordinated extensively with applicant and
the lead federal agency and consulted with the resource agencies. During the
previous permit evaluation process of Phase I, the MARAD and the Port
commenced a conceptual Mitigation Plan to establish a committee of wvarious
stakeholders to develop and analyze the feasibility of practicable mitigation
projects to include in their overall project plan. In response to
recommendations from resource agencies, the previous plan was canceled by the
applicant in lieu of establishing a mitigation account to fund previously
identified and evaluated projects of the Pacific Salmon Recovery Program.
Based on these recommendations, the Corps and the Municipality of Anchorage
will finalize a Memorandum of Agreement for the management and administration
of mitigation funds. The Port would be required to manage the design,
construction, and monitoring of mitigation projects selected and approved by
the Mitigation Advisory Committee and the Corps. Mitigation projects would
include (but are not limited to) projects previously identified under the
Pacific Salmon Recovery Program, projects identified during the public
interest review process, and projects identified from a Ship Creek
Feasibility Study, which would be a requirement of the DA permit, if issued.
The Memorandum of Agreement specifies the amount of the mitigation funds and
the process for selecting appropriate projects and allocating funds, through
consultation with the Mitigation Advisory Committee and final approval by the
Corps. The amount of mitigation funds required for the proposed project is
directly proportionate to the debits of the proposed project, calculated in
accordance to the Anchorage Debit-Credit Methodology.

The POA will establish an escrow account into which mitigation funds would be
deposited each year over a period of five years (i.e., 20% increments).

Funds will be disbursed from the account for specified projects upon written
approval of the Corps in consultation with the Mitigation Advisory Team. In
the event that any of the initially proposed projects are determined to be
infeasible, remaining funds would be directed towards other restoration,
enhancement, and/or preservation projects selected by the Mitigation Advisory
Committee and approved by the Corps. The Corps, in consultation with the
Mitigation Advisory Committee, will approve any modifications to the
Mitigation Plan. The preliminary mitigation projects identified during the
public interest review process would include projects in the estuarine and
lower riparian reaches of SixMile Creek, Ship Creek, and Chester Creek. The
preliminary mitigation projects and the administration and management of the
compensatory mitigation fund account are further described in Attachment A:
Preliminary Mitigation Projects and Attachment B: Memorandum of Agreement
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between the U.S. Army Corps of Engineers and the Municipality of Anchorage
respectively.

5.0 Public Involvement

We received a complete application on January 18, 2006. A public notice
describing the project was issued and posted on our website on January 19,
2006. A revised public notice extended the public comment period until March
22, 2006.

5.1 Comments received:

Comments were received from the EPA, NMFS, USFWS, Department of the Air
Force, Cook Inlet Keeper, Native Village of Eklutna, the Mayor of Anchorage,
North Star Terminal, and one private citizen during the public notice comment
period. Aside from the Mayor of Anchorage, all comments received were
opposed to the project, as proposed. The Port of Anchorage has provided
several letters in support of the proposed project recently; however,
considering that the letters were received outside of the comment period and
not addressed to the Corps, these letters are not included in the
consideration of comments.

5.1.1 Federal Agencies:

U.S. Environmental Protection Agency- letter dated March 22, 2006.

The EPA stated that the proposed project did not appear to represent the
least damaging, practicable alternative to fulfill the project purpose and
therefore not in compliance with the CWA’s Section 404 (b) (1) Guidelines, and
recommended that the Corps not approve the project. The EPA discussed the
potential impacts of the projects and referenced several sections of the

404 (b) (1) guidelines, which they believe the proposed project fails to meet.

The EPA made the following recommendations, based on the potential impacts of
the proposed project and their opinion that the proposed project doesn’t
represent the least damaging practicable alternative:

1. “That the Corps further analyze the practicability of less damaging
alternative waterfront development configurations.” The EPA also
recommended that the Corps analysis address the likelihood of
structural failure, which may lead to reintroduction of contaminated
dredged materials.

2. “That the Corps further analyze whether there is a less damaging
practicable alternative to the proposed timeframe and project
sequencing.” (that is, a shorter construction window)

3. “That the Corps require avoidance and buffering of the Triangle/Fish

Lakes wetland complex in the North End extraction site.”

4. “That the Corps require sampling and analysis of material in the
proposed dredging areas prior to issuing any permit for dredging.” The
EPA requested that their office review the proposed sampling plan and
also recommended the following:

a. “The plan a figure specifying planned sampling locations and
depths, as well as GPS surveying of the sample locations, and
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Quality Assurance/Quality Control measures for the ROST and
analytical lab;

b. The lab analysis be used to verify both negative and positive
ROST results, not just negative results; and,

c. That the lab analysis also include other potential contaminants
of concern, such as Persistent Organic Pollutants and heavy
metals.”

The EPA also recommended that the Corps not issue any permit for
dredging until their office had the opportunity to review sampling
results;

“That any permit involving pile driving require state-of-the-art
measures to minimize noise impacts to fish and beluga whales,” and that
the Corps incorporate permit conditions in accordance to NMFS
recommendations to monitor and minimize potential impacts associated
with increases in operational noise levels;

“That any permit authorizing fill in intertidal and marine waters
include seasonal and/or tide stage timing limitations to minimize
impacts to aquatic organisms and waterbirds.” (e.g., limiting fill
placement to low tide and in the winter months)

“That any permit authorizing work at the extraction sites incorporate a
seasonal timing window to minimize impacts to migratory birds.
Specifically, we recommend that any permit prohibit clearing, grubbing,
excavation, stockpiling, grading and/or filling at the extraction sites
between 1 May and 15 July.”

Regarding compensatory mitigation to offset the unavoidable impacts of the
project, the EPA stated their support of the establishment of an interagency
advisory committee and generally supported the concept of establishing an in-
lieu fee account to fund compensatory mitigation projects. The EPA made the
following recommendations regarding compensatory mitigation:

1.

“The role of the advisory committee be formalized in the same
Memorandum of Understanding (MOU) that the PN indicates the Corps and
the Port would finalize prior to permit issuance, and, that the
advisory committee members have the opportunity to be MOU signatories,
as well;

That the MOU specify the method(s) by which the in-lieu fee amount will
be determined, including, primarily the Anchorage Debit-Credit
Methodology;

That the MOU specify that the expenditure of the in-lieu fee funds
would be limited to projects that would offset adverse project impacts
by restoring, enhancing and/or preserving salmonid, beluga,
water/wetland bird habitat in relative proportion to the debits
associated with those impacts. We continue to believe that restoration
of the estuary at the mouth of Ship Creek would provide the most
appropriate offset of the unavoidable impacts of Port expansion, and
recommend that such a project be investigated further by the advisory
committee; and,
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4. That your office not issue any permit until the MOU has been signed by
all participating agencies and the in-lieu fee funds have been provided
by the Port.”

U.S. Fish and Wildlife Service- letter dated March 17, 2006.

The USFWS objected to the proposed project due to the perceived availability
of less damaging alternatives and the direct and indirect impacts of the
proposed project on aquatic resources. The USEFWS expressed their concern
over the proposed project conflicting with restoration efforts on Ship Creek
and referenced their working efforts with the Municipality of Anchorage,
National Marine Fisheries Service (NMFS), Alaska Department of Fish and Game
(ADF&G), Anchorage Waterways Council, and National Fish and Wildlife
Foundation towards restoring salmon and their habitat in Ship Creek, which

include, “replacement of three failing culverts with a bridge at the mouth of
Ship Creek, and implementation of streambank restoration and angler access in
partnership with the Municipality’s “Sustainable Salmon initiative”, and

their current efforts with ADF&G to “develop and implement alternatives to
existing dams that interfere with fish passage in Ship Creek.”

The USFWS discussed their concerns regarding foreseeable adverse impacts to
juvenile salmon from both the Anchorage and Matanuska-Susitna (Mat-Su) area
streams that drain into Knik Arm. The USFWS stated that “Ship Creek
contributes a large number of wild salmon and the vast majority of hatchery
produced salmon in Knik Arm”. The USFWS stated that “nearshore habitat at
the project site is critical to rearing salmon from all Knik Arm tributaries,
especially Ship Creek”. The USFWS also commented on the economical
importance of the Ship Creek recreational fishery.

According to the USFWS, “the best available scientific literature indicates
that juvenile and adult salmonids inhabit and move along nearshore, shallow
water areas because these habitats provide food and refuge from predators.
Scientific studies in the Pacific Northwest provide information which we
believe is relevant to an understanding of potential project effects on
anadromous fish...There is relatively little definitive information presently
available about juvenile and adult anadromous fish use of specific habitats
in Knik Arm, making it difficult to predict with certainty potential project
impacts..Based on the best available information, the proposed project has the
potential to result in significant direct impacts to anadromous fish in Knik
Arm..”

The USFWS stated that their office believes that the permanent loss of
littoral habitat and the effects on fish movement and migration in Knik Arm
would, “result in significant adverse impacts to aquatic resources of
national concern.” The USFWS also stated their concern over the unavoidable
noise impacts to fish associated with the proposed pile driving and noted
that the high turbidity and currents in the area would make monitoring and
documentation impossible. The USFWS recommended measures to avoid and
minimize noise effects during project construction.

The USFWS recommended that an evaluation of the practicability of
alternatives that minimize fill in the littoral zone and expressed their
preference for pile supported designs. The USFWS also stated that a
catastrophic failure of the proposed structure would result in, “additional
direct and indirect effects on anadromous fish, both as a result of the
failure itself and as a result of reconstruction.”
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The USFWS, in accordance with procedural requirements of the 1992, 404 (q)
Memorandum of Agreement between the Department of the Interior and the
Department of the Army, Part IV 3(a), advised the Corps that the proposed
work, “may result in a substantial and unacceptable impact to aquatic
resources of national importance, unless a less damaging alternative is
proposed.” The USFWS recommended that the Corps not issue a permit for the
proposed project.

The USFWS also recommended that the Corps require an independent third party
technical review of the project’s technical and seismic design.

The USFWS provided the following permit special condition recommendations
should the Corps determine that there are no less damaging practicable
alternatives to the proposed project:

1. “During the period from April 15 through August 15, all pile driving
associated with the project must use sound attenuation measures
approved by the Corps of Engineers, in consultation with the USFWS and
NMFS, to reduce noise levels below the threshold for causing injury to
juvenile anadromous fish.

Rationale: This condition is intended to prevent damage to anadromous fish
populations using the Port of Anchorage area. Juvenile anadromous fish are
thought to be particularly susceptible to adverse effects of noise generated
by impact pile driving because they are present in the Port area for much of
the summer. Adult anadromous fish are thought to move through the area very
rapidly. Adverse effects on fish can include death or injury. Vibratory
pile driving is thought to result in relatively little injury to fish, and is
one method available to reduce sound effects. Other available methods
include bubble curtains or driving piling when areas are dewatered as a
result of low tides. Based on limited studies conducted by the POA and
KABATA, the majority of juvenile anadromous Ffish migrating through Knik Arm
are found in the project area in mid-April, May, June, July, and early
August.

2. A Department of the Army permit should be not issued for phase II of
the project until: a) a complete mitigation plan is agreed upon by the
Corps, MARAD, POA, U.S. Fish and Wildlife Service, National Marine
Fisheries Service, Environmental Protection Agency, State of Alaska,
Municipality of Anchorage, and the Matanuska-Susitna Borough, and b)
compensatory mitigation funding has been provided by the applicant.

Rationale: A mitigation fund is needed to provide for compensation related to
unavoidable impacts to anadromous fish habitat resulting from the proposed
project. It is impossible to provide on-site mitigation for adverse project
impacts related to loss of anadromous fish habitat or for adverse effects on
anadromous fish movements and migration due to the extensive area to be
impacted and the absence of comparable on-site restoration or enhancement
options. Therefore, off-site compensatory, mitigation opportunities are
required. Since an unknown percentage of the anadromous fish using the
project site originate in Matanuska-Susitna Borough steams and an unknown
percentage originate in the Municipality of Anchorage it is appropriate to
designate that a share of mitigation funds be used in each jurisdiction.

The Service believes there should be compensation for all unavoidable losses

of intertidal, subtidal and wetland habitats because these habitats are
aquatic resources of national importance. Additio